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ARTkLES OF JNCORPORATION

OF

PARAMOUNT INTERNATIONAL TELECOMMUNICATXONS,  INC.

m. The name of the corporation is:

PARAMOUNT lNTERNATIONAL TELECOMMUi’KATIONS, INC.

SECOND. Its registered office in the State of Nevada is located at 2533 North

Carson Street, Carson City, Nevada 897% that this Corporation may maintain an office, or

offices, in such other place within or without the State of Nevada as may be from time to time

designated by the Board of Directors, or by the By-Laws of said Corporation, and that.this

Corporation may conduct all Corporation business of every kind and nature, including the

holding of all meetings of Directors and Stockholders, outside the State of Nevada as well as

within the State of Nevada

THIRD. The objects for which this Corporation is formed are: To engage in

‘any lawful activity, including, but not limimd to the following:

(A) Shall have such rights, privileges and powers as may be conferred upon corporations

by any existing law.

(B) May at any time exercise such rights, privileges and powers, when not inconsistent

with the purposes and objects for which this corporation is organized.
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-, C) shall have power to have succession by its corporate name for the period limited m

L its certificate or articles of incorporation, and when no period is limited, peqem$ly, or &ml

dissolved and irs affairs woundzp according to law.

@) Shall have power to sue and be sued in any court of law or equity.

(El ShaII have power to make contracts.

(ic) SMI have power to hold, purchase and convey real and personal estate and to

‘mortgage or lease any such real and personal estate with its franchises. The power to hold re&

and personal estate shall include the power to take the same by devise or bequest in me State

of Nevada, or in any other Gate, territory or country.

(G) Shall have power to appoint such officers and agents as the affairs of the corporation

shall require, and to allow them suitabIe  compensation.

@$ CH) Shah have power to make By-Laws not inconsistent with me constitution or laws

u of the United States, or of the State of Nevada, for the management, regulation and government

of irs affairs and property, the transfer of its stock, the transactiou of its business, and the calhng

and hoMing of meetings of its stockholders

(I) Shall have power to wind up and dissolve itself, or be wound up or dissolved.

(i) Shall have power to adopt and use a common seai or stamp, and alter the same at

pleasure. The use of a seal or stamp by the corporation on any corporate documents is not

necessaay.  The corporation may use a seal or stamp, if ir desires, but such use or nonuse shall

not in any way affect the legality of the document.

(KJ Shall have power IO borrow money and contract debts when necessary for the

transaction of its business, or for the exercise of its corporate rights. privileges or franchi.ses,

.’..__.
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or for any other lawful purpose of its iIKOrpOdOn; t0 issue bonds, prOIi?isSOry  notes, b& of

,L
exchange, debentures, and other obligations and evidences Of indebtedtress,  payabk‘at a Specified

time or times, or payable uponthe happening of a specified event or events, whether secured-~. -.
by mortgage, pledge or otherwise, or unsecured, for money borrowed, or in payment for

property purchased, or acquired, or for any other lawful object.

Q.) Shall have power to guarantee, purchase, hold, dell, assign, transfer, rnongage,

pledge or otherwise dispose of the shares of the capital stock of, or any bonds. securities or

evidences of the indebtedness created by, any other corporhn or corporatious of the State of

Nevada, or any other state or government, and, while owners of such SCO&, bonds, securities

or evidences of indebtedness, to exercise all the rights, powen and privileges of ownership,

including the right to vote, if any.

p
,...

(ill) Shall have power to purchase, hold, sell and hansfer shares of its own capital stock,

and use therefor its capital, capital surplus, surplus, or other property or fund.
i-4

(N) Shall have power to conduct business, have one or more offices, and hold, purchase,
r

mortgage and convey real and personal property in the State of Nevada, and in any of the

several states, ,territories, possessions and dependencies of the United States, the Diakx of

Columbia, and any foreign countries.

!
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(0) Shall have power to do all and everything necessary and proper for ‘the

accomplishment of the objects enumerated in its certificate or article-s of incorporation. or any

amendment thereof, or necessary or incidental to the protection and benefit of the corporation,

and, in general, to car-q on any Iawful business necessary or incidental to the attainment of the

3
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objects  of the corporation, whether or not such business iS ,saar in mGurc to the objects ser

forth in the certificate or a&cS of incOrpOratiOn  Of tic COrpOIatiOn, Or ani amendment

thereof.
I~

(P) Shall have power to make donations for the public welfare or for charitable, scientific

or educational purposes.

’ (Q) Shall have power to enter into partnerships, general or limited, or joint ventures,  in
-...,

connection with any iawful activities. as may be allowed  by law.

FO~XTH. That the total number of CommOn stock authorized that may be issued

by the ‘Corporation is TWENTY FIVE THOUSAND (L5,W)) shares of stock without nominal

par value and no other class of stock shall be authorized: Said shares may be issued by the

corporation from time to time for such considerations as may be fxed by the Board of Directors.

m. The governing board of this corporation shall be known as directorqand

the number of directors may from time to time be increased or decreased in such manner as shall

be provided by the By-Laws of this Corporation, providing that the number of directors shall
. .

not be reduced to fewer than one (I).

Tne name and post ofilce address of the fm board of Dirxtors shaI1 be one (I) in

number and iistsd as follows:

h%

Robert Seiigman i

POST OFFicE ADDRESS

2533 North Carson Screer
Carson City. Nevada 89706

m. The capital stock, after the amount of the subscription price, or par

value, has been paid in, shall not be subject to assessment to pay the debts of the corporation.

4



SEVENTII. The name and post office address of the Incorporator signing the’

Articles of Incorporation is as follows: -~
0.

NAME POST OFFICE ADDRESS

Robert Seligman 2533 North Carsdn S&&
&.rm City, Nevada 89706

EIGHTH. The resident agent for this corporation shall be:

LAUGKLIN ASSOCIATES, INC.

The address of said agent, and, the registered or stamtory  address of this corporation in the state

of Nevada; shah be:

2533 North Carson Strez%
Carson City, Nevada 89706

NINTH. The corporation is to have perpetuaI existence.

TENTH. In furtherance and not in limitation of the pcwcrs conferred by statute,

the Board of Directors is expressly authorized: r.
Subject to the By-Laws, if any, adopted by the Stockholders, to make, alter or

amend the By-Laws of the Corporation.

To frx the amount to bc reserved as ‘working capital over and above its capital

stock paid in; to authorize and cause to be executed, mortgages and hens upon the real and

-personal property of this Corporation.

By resolution passed by a majority of the whole Board, to designate one (1) or more

committees, each committee to consist of one or mom of the Directors of the Corporarion,
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which, to the extent provided in the resolution, or in the By-Laws  of the Corporation, shah have

Lo
and may exercise the powers of the Board of Directors in the manag&ent of the’bu&ess and

affairs of the Corporation. Such committce, or committees, shall have such name, or -es,
-.

as may be stated in the BY-Laws of the Corporation, or as may b-e determined from time to thne

by resolution adopted by the Board of Directors.

When and as authorized by the affn-mative vote Of the Stockholders holding stock

entitling them to exercise at least a majority of the voting power given at a StockhoLders  meeting

called far that purpose, or when authorized by the written cement of the holders of at least a

majority of the voting stock issued and outstanclii, the Board of Directors shah have power and

authority at any meeting to sell, lease or exchange all’ of the puperty and assets of the

Corporation, including its good will and its corporate franchis% upon such terms and conditions

g& as its board of Directors deems expedient and for the best interests of me Corporation.
-cam

ELEVENTH. NO shareholder shall  ‘be entitled as a matter of right to subscribe
Ld

for or receive additional shares of any class of stock of the Corporation, whether now or
I.

hereafter authorized, or any bonds, debentures or securities convertible into stock, but such

additionaS shares of stock or other’securities  convertible into stock may be issued or disposed

of by the Board of Directors to such persons and on such terms as in its discretion it shall deem

advisable.

‘L.

L

- TWELFI’H. NO director or officer of me Corporation shall be personally liable

to the Corporation or any of, its stockholders for damages for breach of fiduciary duty as a

director or officer ~mvoiving any act or omission of any such dimctor or officer; provided,

however, that the foregoing provision shah not ehminate or lit the liability of a director or
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officer (i) for acts or omissions which involve ir&d~naI-mk~nduct, fraud or a knowing

violation of law, or (ii) the payment of dividends in violation of SectiOri 78.300 of the Nevada

L Revised Statutes. Any repA or modification of t@ Article b the stockholders of the
-.

Co@xation shall lx prospective only, and shall not adversely affect any liiitation on the

perxoaal  liability of a director or officer of the Corporation for acts Or omissions prior to Such

repeal or rnodiication.

THIRTEENT& This Corporation reserves  the right to amend, alter, change or

repeal any provision contained in the ArticIes  of Incorporation, in the manner now or hereafter

~RX.&& by statute, or by tie Articles of Incorporation, a+d all rights conferred upon

Stockholders herein are granted subject to this reservation.

I .-.
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I; m UNDERSIGNED. being the Incorporator herei.nbefore  named for the

purpose of forming a Corporation pursuant to tie General Corporadon Law of the State of
-~

Nevada, do make and ille these ArticIes of Incorporation, hereby decking and certifying eat

the facrs herein stated arc’ true, and accordingly have hereunto set my hand this 18th Qy of

October 1996.

STATE OF NEVADA )
) s s :

CARSONCITY 1

On thi.5 18th day of October, 1996 in Carson City, Nevada,

before me, the undersigned, a Norary Public in and for Carson City, Sate of

Nevada, personally appeared:
Robert Seligman

Known to me to be tie person whose name is subscribed to the forego+

document and ackr~owiedged  to me .that he executed the same.

!, ;iugi?.lirl Associates. Inc. hereby accept as Resident Ageat for the previously

named Corporation.

,., ”

October IS. 1996
Date 1 : ‘,j:

: .-. ,’‘, 8
i/ ,i.:
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JAN-13-2000 THU lo:03 AM UNISEARCH
Jan, 12. 2000 IO:53PM 217 5’8 3570

. . .

jv&,ber 6085-529-3

FAX NO, 6512259579
No. t$IO

. . j5tate 0f Illinois
@ffke of

VIX $ecretarB of@ate
Wlmas APPLICATION FOR CERTIFICATB OP AUTXORXTY  To’ TRANfiACT
B'JSIXESS'TN  THIS STATE OF

PARAMOUWF INTERNATIONAL TELBCONWNICATION§, INC.
INCORPORATED UNDER TEB LAWS OF TZIE STATX OF NEVADA BAS BEEN BILED
IN THB OFFICE OP THE SECRETARY OF STATE AS PROVIDXD BY TEE B-iXXNEs~
CORPORATION ACT OF ILLINOIS, IN FORCE JULY 1, A.D. 1984.

.’

Now Therefore, I, Jesse White, Secretary of State of the State of
Illinois,  by virtue of the powers vested in me by law, do hereby issue
this certificate and attach hereto a copy of the Application of the
aforesaid corporatim.

&I ~Mi~llfHlfl Whtrtof, 1 hereto ~set my hand and ~&use to be
affixed the Great Seal of the State of Illinois,

at the City of Springfield, this 7Tll

th day of JANUARY A.D. 2000 and of
the Independence of the United States the two
a hundred and 34Tcl .

422n
stcwary of state



Jan. 12, 2000 10:54PJI
JAN-13-2000 THU lo:04 Ail UNISEARCH

21’i 522 3570
FAX NO, 6512259579 P, 03

No. bSti0 1. IL/ll
I

APPLICATION TO ADOPT,
CHANGE OR CANCEL,

AN A$SUMED CORPQRA-fE NAME

I. CORPORATE NAME: 

3. State or Country ol Incorporation: Neva*. .
‘-

3. Date incorporated (/fan ff/k~ols corporaUonJ or date authorized to transact business in Illin?~ls (if a foreign
I corporatlonJ: dlR6’1 . 26/O .,

p
Mmn 6 BYJ Wead

&nplere Na. 4 and No. 5 ff adopling or changing an assumed corporate name.)

4. The corporation intends to adopt &d to transact busfness under the assumed corporate name Of:

6. The right to use the assumed corps te name shall be effective from the date this application is flied byihe
Secretary of State until 0-b/ ZdJJ

1-lsfJ8
month In the next year which is evenfy ywisibfe

C(sa,,
by five.

, the fir& day of ticgp

(Complete  No, 6 If changing or cancelling an assumed  corporarare  name.) ,JAN 7 2999

G. The corporation intends to cease transacllng business under the assumed co~~J#&OF- SIUWf .

7. The undersigned corporation has caused this statement to be signed by it.s’d~l~~aU%%zed  offibs, each of
Whom  affirms, under penalties of perjury, that the facts stated her& ere true.

Secretary tkhsel Ebecle, president
l-tjpn cr Rim Nam and mw (Type OT Pm NSme and ?w

LrE: The flllng fee to adept an assumed mrporate name is 520 plus $2.50 for each monlh or part tnereof  between the
dale of flflng this appllcatlon and the date upon which the corporstlon  may n%lew Its U.58.
The fee far cancallIng an assumed corporate neme is $5.00.

C.lblll The fee to change an assumed name is $25.

-.-
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l - 0 5 - 2 0 0 0  ll:07AM

\crSSETS

Current Assets
Operating Accounr
Payroll Account
Inveafment Acc~unl
Accounts Receivable
NoteR~ceivable
Employee Advances
Gprylwd Note Receivable

Total Current Assetv

Property and Equipment
Furniture and Fixtures
Office Equipment
Computer Equipment
T&corn Equipment
Leasehold Improvements

Accum.  DeprecJknirure
Accum. ,Deprco~Off  Eq
ACGWII.  Deprec-Camp  Eq
Acwm  Deprec-T&corn  Equip
Accum. Deprec-L.1.

Total Property and Equipment

Lber Assets
lnccrco  accr - cam Int’l
Patem Costs
Goodwill
Accum Ainortization-Goodwill

Total Other Assets

Total Assets

FROM PARAMOUNT INTO 7605991930

Pararhotint  Int’l Telecommunications,  Inc
Balance Sheet
October 31,1999

% ==12,763.40>
114.75

521,151.68
878,199.OO

60.000.00
3;13930

108,OOO.OO

lJ57,84X.t?3

13,515.25
18,998.oo
49.585.45

319;151.00
4,800.OO

<3,74&l  7>
Q,425.13>

a3.508.67>’
<139,795.91>

<833.29>

LIABILITIES AND CAPITAL

Current Liabilities
Accounts Payable
Accrued Expenses
Short tcrmloans  payable
Line Of Credit
Interest  Payable

Accrued Salaries Payable
FICA W/Ii Tax Payable
Dcffered  Interest Income
Judgements

T-tal  Current Liabilities
u
Long-Term Liabilities
Notes Payable
Other Long-Term Liabilities

234,740.53

565,000.00
35,751.19

701,798.38
<62.334.00>

1240.215.57

s 3,032,797.93
-. -.-

d 109,086.14
124.OOQ.00
~0,ooa0os

60,OOO.OO
134,603.OO
17,262.78
6.119.99

26,390.30
10.00-

447,472.21

1,157,055.70
46.983.00

Unaudited - For Management Purposes Only

P. 2



1 - 0 5 - 2 0 0 0  11:07AM FROM PARAMOUNT INT 7605991930

~Paramount  Int’l Teletiommunications,  Inc
Balance Sheet
October 31,1999

P. 3

%atal  Long-Term Liabilities

T o t a l  Liabilltiev  -

l,ZO4,038.70-.
1,651,§10.91

Capital
Shareholder Distribution

Paid-in Capital
Beginning Balance Equity
Retincd  Earnings
Ner lncom

c80,000.00~
204223.00
46,383.76>

022,161.60>
1,593,609.38- -

Total Capital 1381387.02

Total Liabilities  & Capital 8 3,032,797.93
-” :

fJnaudited - For Management Purposes Only
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L
Sales
Product Sales
Hotel Income
Mexico Income
FCC Income
Service Sales

I st Quarter

3,167
2,504,310
1,301,806

736,672
1.062.475

2nd Quarter Year to Date

0 $ 3,167
1,308,715 3,813,025
3,243,740 4,545,546

121,552 858,224
0 1,062,475

Gross Sales 5,608,430 4,674,007 10,282,437

Other Income
Rental income
Interest Income
Other Income

<1,600> 0 <1,600>
<19,282> <15,103> <34,385>

<21> <4,889> <4,9  I o>

Total Other Income 20,903 1 9 , 9 9 2 40,895

Total Sales & Other Income 5629,333 4,693,999 10,323,332

cost of Sales
Cost of Sales
Hotels
Mexico
FCC Cost of Sales

(ee;~a;lll

Integretel  Fees
Cost of Sales - other
Rebates

Total Cost of Sales

Gross Profit

Payroll & Benefits
Management salaries
Administration salaries
Supervisor salaries
Clerical salaries
Clelical salaries
FICA
FUTA
SUTA
Health insurance
Work&  Compensation
Training &Education

20,000 0 20,000
239,044 1,338 240,382

77,832 102,364 180,196
4 , 9 2 0 0 4,920

24.324 0
27:5ll

24,324
7,795 35,306

412 491 903
1,752 2,135 3 , 8 8 7

12,350 16,502 2 8 , 8 5 2
0 928 928

525 0 525

Total Payroll & Benefits 408,670 131,553 540,223

bfli er Operating Expenses
Auto Expenses
Tolls~

420,043 4,587
868,352 772,085
904,464 2,537,574
657,000 0

39,874 62,449
24,270 31,368

1,986,655 0
<35,125> ~3 I ,862>

172 1,214

4,865,705 3,377,415

763,628 L316.584

424,630
l&40,437
3,442,038

657,000
102,323
55,638

1,986,655
<66,987>

1,386

8.243.120

2,080,212

217
13

300 517
0 13

For Management Purposes Only

page: 1



L
Auto allowance
car rental fees - -
MKilS
Lodging I Hotel
Entertainment
TWfJ
Mileage
Postage-Office mail
Overnight mail
Ground mail
Rent - oftice
Rent - equipment
Supplies - mail
Supplies - office
Supplies - computer
Supplies Telecom Equip
Telephone - local
Telephone _ long distance
Telephone _ cellular

Internet fees
R & M - Building
R & M _ Equipment
R & M - Computer
Insurance - Business
Legal fees
Accounting & other prof fees

q!;; y!;;~ :g;;;;

Outside services - other
Bad Debt Expense
Bank charges
Finance charges
Utilities
Marketing expense
Consulting fees
Gifts
Licenses I Permits
Taxes - other
Subcontract fees
F l o r a l ’

Total Other Operating Expenses 290.255 100.129 390,384

Paramount  Int’l  Telecommunications,  Inc
Income Statement

For the Ten Months Ending October 31,19_99

I st Quarter
1.017
I;201

239
2,882

I84
158,895

125
600

4,373
145

16,808
811
529

6,277
<6,080>

<10,518>
19

l7,2;i
626
355

0
674
351

4,245
22.969
28;940

II8
426
726

10,910
1,436

433
2,673
3,291
5,113

0
2,834

58
9,000

89 0

Total Operating Expenses 698,925 231,682 930,607

EBITDA 698,925 2 3 1 , 6 8 2  $ 930,607

Depreciation expense
Interest expense
amortization

k-Tax Income

<12,208> 32,575 $ 20,367I 6,201 7,675 13,876
48.482 0 48.482

22,228 1,044,652 1,066,880

2nd Quarter
0
0

509
0
0

22,258
0

1,157 _
4,428

0
15,858

762
0

12,347
3,190

0
0

16,241
0

480
80

1,377
0
0

5,379
9,597
1,130

0
<611>

0
1,137

0
2,017

855
<143>

95
1,686

0
0

Year to Date
1,017
1,201

748
2,882

I84
181,153

125
1,757
8,801

I45
32,666

1 , 5 7 3
529

18,624
<2,890>

<10,518>
19

33,492
626
835

80
2,051

351
4,245
28,348
38,537

1,248
426
115

10,910
2,573

433
4,690
4,146
4,970

9 5
4,520

58
9,000

89

For Management Purposes Only
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Paramount  Int’l  Telecommunications,  Inc
Income Statement

For the Ten Months Ending October 31,1999

ii 1 st Quarter
Net Income 22,228

Page:3

2nd Quarter Year to Date
1,044,652  % 1,066,880

For Management Purposes Only
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PARkMOUNT  lNT!SNAl-lONAL  TELECOiSMUNKA~ONS,  INC.
ANDSUBSJJLARY

tn?cmfBm 31. 1998 AND 1997
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.PARAhfOuNT  -ATIONAL TELE;COMkUNClATIONS, INC. AND Subsidy
. . DECE.bfBER  31, 1998 AND 1997

INDEPENDENT AUDlTORS’ REPORT :l

- l?lNANW STATEMENTS:

Bahn2esheets

htemem of Operaiions

Statements of Stockholders~  Deficiency

Statements of Cash Flows

Notes to Financial  statements

2 - 3

4

5

6-7

8-15



INDEPENDENT AUDITORS’ REPORT

NO.733 P.Jil.3

TO THE? STOCKEIOLDERS’
PARAMOUNT INTERNATTONAL TEXX!OMM~JNICATIONS, INC.

We have audited the accompa@ng balance sheets of Psramoimt m Telemmmkationa,
Inc. ad Subsidiary as of Decembcx 31,199s and 1997, and the related statements of opemtiom,
stockholders’ dehimcy and cash flows for tbe years rhen,pnded. ‘zlrese financial statements arc the
responsiiili~ of the Compaq’s management. Our respomibility is to e*ptess an opinion on these
itfnszcti statements based on our audits.

We cnnductcd odr audits in act&e wirh gemrally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable asmnmce about whether the &mcial
statements are free of material missmment. An andit includes  examining, on a test basis, evidemz
suppnitg the mounrs and d&i&~ in the fhand slatements. An and.3 also bchxles assesbg
the accoumiug pinciph used a& significant estimates made by management, as well as evaluating
the owrau fiIImcM sratement piesentation. We believe tint our audits provide a reasonable basis
for our opinion.

In our opinion, the financial satemms referred to above present fairy, in aI1 material respects, the
financial position of Paramount International Telexnnmmications, Inc. and Subsidiary as of

December 31, 1998 and 1997, and the results of & operations and its cash flows for the years then .
ended, in cmfbmity with gcnqlly accepted accoUntiI@  ~iples.

‘rw,u-y&JlM&-Ok” 4c” F so- 8%”
&E3tDlNGEiR,  PRUCHTER, ROSEN 8r CORSO, P.C.
c-d P u b l i c  A

Los Angeles, Calif&nia
February2,1999  ii

_.



/ ., '&Lzs:i999 1:QIPM MFR :. c, P.C. No.733 P.918

DECEMBm3L

-.

1998 1997.’ ‘_
ASSETS

CURRENT ASSETS
, cash % 44,859 $ 32,124

Acunmta Receivable 846,912 341,437
Receivable Sales-Type Lease - Current Portion 72,000
prepaid -“a 4.515 : -

Total Current &sets l 968,286 373961

RECF3VAEI.E  SALES-TYPE  LEASE -
Less currenr Portiml 96,CGO -

EQUIPMENT AND FURNITURE, ntt 247,186 40,135

EXCESS COST OVER FAIR VALUE OF NET
ASSETS ACQULRED, net 708,724

L
oTR??R ASSETS 15.750

TOTAL ASSETS $2.035345 % 413 .696



JUC.26.~1999 1:@4PPl MFR 2. c, P.C. No.733 P.Sx’18

PAMMoUNT  INTERNATIONAL ELECOM~KUNICATIONS, INC. AND SUBSIDIARY

IJAB- AND STOCKIIOLD&’ DEFICIENCY
CURRENTLIABILITIES

Acmunts Payable and Accrued lZxpense3
, Notes Payable - Current Portion

Capita L.ea.92 Obligations - Current Portion
Nom Payable and Accmed kuenst to StockhoMer
Difemd Revenue - cutrent Portion

NOTES PAYABU, Iass Cutwrn Portion

CAPITAL iEASE OBLIGATION, Less Cwrent Pottiau

DJZERRED REVENUE, Less chnuu Portian

Total Liabilities

MIiVOIUTYINTXREST

COIvSElWENTS AND CONTIGENCIES  (NJ* 7)

STOCKHOLDERS’ DE3KENCY
Common stock, no par value, 25 ,OW shares
aUtbr.it=d, 2,W shares iwued and oum

Stock Subscription Receivable
Accumulated Deficit

Total Sto~kholdefs’ Defki~ ( 462.256) ( 383.041)

TOTAL W w
STOCKHOLDERS’ DE%ICENCY $2.035946 si

$ 827,553 $ 573,791
204,790
36,038

1,2.24,622 222,946
3a.oOQ -

2,331,003 796,737

105,301

39,936

21,962

2.49a.202 796.737

zoo0 252,000
( 980) ( 980)
( 463,276) ( 634.061)



COST OF GOODS SOLD 9.667.906 5 5 8 . 2 1 1 ,

GROSS PROFlT l&6,743 234,667

SXLlNG,GENERAL.WDm-m 981.314 131.812

INCOME FROM OPERATIONS 6 6 5 . 4 2 9 102,855

oT!EER INCOME (-EXPENSE)
otherIllconle.
Interest Expense

4,m
1 18.492)  ( 85.453)

Total Other Income (Expense) ( 18.492) I 80,525)

b
INCOME BEFORE TAXES 646,937 22;330

TAXES

NET INCOME % 646.937 % 22.330

The accompanying &is are in integral pa of t h e  f i n a n c i a l  s t a t e m e n t s .
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PAWMOUNT TNTERNATIO~UI. TEUXO~~~UNICAT~ONS,  I N C .  AND SUBSIDIA.R~
STATJME&TS  OF STOCKHOUJ~’ DERCIENCY

FORTHE~~EDDEC!EMBER% 19%AND 1997
.

2.cm s

-

4(

Deisir

S( 423.417)

( 232,974)

22.330

( 634,061)

( 476,152)

646.937

&&zwg

The aCcCmpanying note3 are an integral pan of the fimneii sfaW.;,’
-5.

MERDNGEK, FRUCHTE~, ROSEN 6r mRS0, FE.

SC m.,397I

( 232,974)

22.330

(.383.041)

( m@m

( 476,152)

646,937

,y462.276)

:
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PARAMOUNT -AnONAL, TELECO~CA~ONS, INC. AND -lARY
ST.4-s OF &i% FLOWS

‘Ld

CASIi FLOWS FROM OPERATING Am:
Net Income
AdjnstmentstoRecor!ciIf!Netk!cmnetoCasb
Provided by Operating Activitiex

, sdes-TypeLease
lk&e$y~~tim”“”

lxx
44izco&Receivable
Pnp~Expenses
Other Assets

huease(lkerem)in:
ALxollmPayableandAccm&~
Deferred Rev-

Net Cash Provided by Opera&g Activiries

CASH FLOWS FROM lIW3TING ACTMTD=
Cash Collected from Receivable Saks- Type Lease
Purchase of Equipment and Furniture
Acquisition of Call Data C&r, Inc., net of cash acsuirea

Net Cash Used In Investing Act&it&

CASH PLOWS FROM FINANCING Ac?I(J?TIEs:
Proceeds  from Note Payable to Stcckboldet
Payments for Note Pajrable to Stockholder
Prqxeds from Notes Payable
Repayments of Notes Payable
Net Bepayments for Line of Ctedit
Payments for Capital Lease Obligations
Distribution to Stcckbolders

-Net Cash Provided By (Used In)’ Financing Activities 6 4 . 3 9 7

12,735

CLISI AND CASH EQUIVALENTS -
BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS -
END OF PERIOD

$ 646,937 $ 22,330, -‘.

( 122,wo)  -

94,753 7,282

( 451,283) ( 341,437)
( 4,515) -
( 15,750) -

112,796 405,152
I 34,039

226,900 93.327

48,000
( 129,303) ( 19,282)
I 197.259)
_O ( 19.282)

467,143

123,OCQ
(~ 23,w
( 12,435)

~( 13,347)
( 476.152)

105,152

C 44.126)

29,919

32.124 2.202

$ 44,859 S3 2 . 1 2 4



JUL. 26.. I.999 1:EPrl MFR 24 c, P.C. No.733 P. lWl8

P~~UNT lItTERNATIONAL TFLB.Zo~~~o~, INC. AN?J SUBSIDWY
STATEMENTS OF CASIi FLOWS

FOR THE ysARs WED DECEMBER 31, I!?98 AND 1997

..-:1’

suPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

I)minp the m ended hferrhr 31, 1998 and 1997, the company paid $13,172.88 ad $0 fa
N respettively,  and no income taxes.

SUPPLEMENTAL, S-m OF NONCASE  EG@STLX  AM,
FINANCING ‘L’RANSAC~ONS:

E$ year ended De- 3 1,1%X, the Company soId esuipmeat under a sales-type Iease for
1 .

The aeco1141anying notes are an integral part of the financial stXements.

-7-,
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Oraanizntion
Paramourit International Tel kaths, Inc. (the “Company”), A Nevada S
Corporation, formed in 1996, provides telem~ servkes. TfJe CampanY
p~videsit3servicestothcloodgingandpay-telephont:~intheuniteds~,
t7-a?da  and s0ud.l Alnerica. The companr  market third-parry  rrlm$md PRX
wtems. Suchpmdootsreqe%nttbeprimarysystemsosedbybotel~toprovide
t+dume-related services to their @-es% as wdl as the information necessary to bill
guests for telephone calls and pmporly manage the telecomumnications environment  af
the hakl. The Compaq  bills and collects  for tbe hotels, tbrougb a third-pq
scrvicc,thc.cosrofca&iniuedbytbellotelgoest. Also,dleCompa&vprovidcs
livwr assiscancc: and bii services for longdktance collect calls for the pay-
tdephone indusky (See Note 8 - StioIders’ .&uhy for capital stmetme of the
CompanY).

. .
wbf4
The December 31, 1998 balances  include the accmnB of the Company and its
majority-owned subsidiarg CaU Data Clearing, Inc. (VIK!“) fkom the date of

an$sisc~o~Note 11) July 30, 1998, after elimination of iritezompany accounts

USC of estimam
The preparation of fhnncial statam& in cotlformity with generauy accepted
acmmbg p r i n c i p l e s  reqbes manc3geUXnt  t o  m a k e  edmates  a n d  a s s u m p t i o n s  fhat
a f f e c t  t h e  amour&,  r e p o r t e d  i n  t h e  finzcial s ta tements  and  accompanying  ootes.
Aemal results could differ from those esrimates.

Concentration of Credit Risk
Finanoiai instmmenrs, which potentially subject the Company to concenuxtions  of
credit risk, con&t of cash, trade receivables and notes receivable. ?lae Company
places  its cash with high qualiq  f i n a n c i a l  i n s t i t u t i o n s  a n d  a t  times m a y  exeed t h e
FDIC $lCQ,@fl  &oxmce limit. The Company provides its services in the united
States, Canadian and South American lodging industry ard is thus dependent qon the
mnditions of the hospitaIity  axnxnnic sectors of these countries, Exposure ro IOSS~S
on receivables is principally  dependent on eaoh customer’6 i%ncii rnr&i~~L The
Company maim & q7osore for credit losses and maintains allowances tir
anticipated losses.
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PARAMOUW IHTEXNATfC)Nti  TELECO~CA~ONS, NC. AND SuBslDIARY
NOTES TO FlNANCUI. STA-

FOR THj?, yEARs ENDED DEEMFER  31,199s AND 1997

.-~

I~~~ - .;;,*_

NOTEl- TEE ORG.QI&QION AND SIGNIFICANT ACCOUNT5iG  POLK&;;;
(contirmcd)

I + of lo~~&ived Assets
In acmrdanm with Statema of Financial Amount@ Standard (“SPAS”) No. i21.
“Accounting for rhe roSpairment of Long-Lived Assets at@ for Long-Lived Assets to
be Disposed of”, long-lived assets are evaluated for imp- whcncvex ,xras or
~~inc~~masthecarryingamoantsofsuchassetsmay~tbe
rccoveable. Jrq%rmm losses would be recogaized if the canying amounm of f&e
assfcsexcecdtlletivalue.oftfreassers.

.;he

Inventories consist of PBX systems and periphuals that are held for nsak aud
charged to cost of goods sold-UPon instauon, or for retlfal  charged to equipment
when installed and deprrciated  over three years.. Invemories are stated at the lower of
mst or mar&, with c&t dctcwked on a first-in, first-out basis.

The Company capio3Iizes  the cost of all significant equipnatnt and furniture additions
including fqxipment parchased by the Company arkd installed at customer locations
under reoral agreemmts. Depreciation is mmputed over the edmat& uscfd life, of
the asset or the terms of the k&se for leasehold improveo~nts, whichever is shorter,
on a sixaight-Eoe  basis,  a.5 follows:

Tekmmmkcati~n 3 years
ComputerS 5YW
Fomiture and Fixtures s-7yeats
Leasehold Iqrovemeni2 lOyears

v
A portion of the Com~aw‘s revenue for the year ended December 31, 1998 has been
geierakd using a &e&& leaso. The Company sold q@neot to a cutotner under
a sales-type lease ~IJ be paid over a three-year period. Because tbe present value
(COtlTplkd  at the rate implicit in the lease) of the minimum payments under rhi~ sales-
typeleaseequals~exceeds90p~~ofthefairmarketvalueoftheequipment
and/or the length of the Iease exceeds 75 percent of the estimared economic life of the
equipme~ the Campany recogoked the net effect of this *&xi as a safe as
Wked by generally accepted aCC0Utltig prhacipleS.

I

-9-
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PARAMOUNT INTFBNATxoNAL TF&ECOh&JJNICATfONS, INC. AND ~UE!~IDIAP;~
NOTE3 TO FfNA.NW STATEMIENTS

NOTEI-

‘id

NOTE2- luxnvABLE SALES-m LEASE

UC Recombi
iompany bii?md collects.  thtougb a third parry service, the cost of calls

i&iatedbytheho~guew. TheCompanyrecognizwrcwmJeeachmomhbasaion
megrosspmceedstobecolleaedw~~annaofcs~~o~for
rmcoltectablefeeax%qedbythetEd-pwbillingagency.  Prodwtsaksarc
tecognized upon delivexy of pmhct ta the custom.

counts for income taxes in ztecdaw with SFAS No. 109,
fox Iiwmnc Tsxcs”. Dcfmed taxes arc pmvidd on a %biIity Tbo;

taxasEetsaterwgniz&fordeductioktemporarycLfferences
dfferred tax liabilities  are rewgmied for taxable temporary dn%cxes Tempomy
-arethediffeteocesberweentherqJo~amcmrts of assets &d liabilih
andtheirtax&ases  &ferrcdtaxmetsaremhxibyavakatkmalhanccwhm,
intheopinion0f~ itismorelikelythannotthatsomeportionor~ofthe
deferred tax assets wiII not be realized. Deferred tax assets and liabilities are adjusted
for the effects of changes  in tax laws and rates on the date of Wi%%m2nt.

The Company bag e.kxted to be taxez.u&r the provisions of Sub Chaptzr-S of the
Inrend R&enne Code. Under the provision, the Company does not py federal
copxate income faxes, but is subject  to a 1.5% CaMnnia franchise tax.

?h bfy 1998, the Company sold equipment XI a customer under a sales-type lease to
beggger a three year period. Future minimum lease payments unda the lease are

YFearndhg Decembet 31,:’

zooa
2001

Net rrddmum kase payam
Less: cutrent  Portion
Long-Term Portion

$ 72,ooo
72,000
24.m

168,000

I I
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PARAMOUNT -ATTONAL TI!LE~CO~&UNIC~~ONS, INC. AND STJE~LQ.~
NOTES TO FINMW STA=S

FORTREYEARsl%DEDD EcENBER31,1998 AND 1997

ii

NOTE3-

NOTE4-

NOTE5-

EQUIEWENTAND~ -~

Decpmber 31, :
-‘ai

The Cost of equipment and furniture Con&red of the fOUo* as of
,“‘c:i;::

Tekco . ..
complreas
FlmlheandlFi
L.easehold  Irnprovemez~U

i2& S’yLo
46,594 33,471
3 2 , 2 6 3 8,137’

4.800
317.954 ~49.868

L e s s :  AC- Depreciation 70,168 9lj33
$ 247.186% 4 0 . 1 3 5

Depreciation WA was $61,035 and $7,282 for 1998 and 1997, respectively.

ACCOUNTS PAYABLF, AND ACCRUED l%i%NSEs

Aczomts pay&k and accrued expenses  consisted of the fOUOW& as Of EetmdeI
31,:

Trade Payable and Accruals
Disk-ibution to Stockholder
Ir2mest Payable to Stockholder

NOTES PAYABLE

1998 1997
% 827,553 $ 324,352

150,194
99.

3 827.553 $ 573%

Notes payable cm&cd of the following as of December 31,:

Note payable - Bank 9.25% per
annum, securedbY eclulpment
Wtder sales-type lease, with
immtblyprincipelandiIlterest
payments of $3,902, due
April 2Wl.

1 9 9 8 1997

$ 98,188 $ -

Note payable acquisition - non-interesr
besing due Jamasy 15,1999. 3 146,903

-ll-
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PARAMOUNT INTERNATIONAL  TELECOM~~UN~CATIONS,  INC. AND XlESm~y
N~TOFINANCMLflA=S

FOR ‘I’HF, YEARS ENDED DECEMBER 31,199s  AND 1997

ii

_ NOTE5- NOTES PAYABLE (contim$

Note payable quisiiion - 6,O %
per anmm wirh inwest payable
onAslgust15,1YYYalnistarting
An~lYYYmontblyprinclpal
payments of $3,611 due in
February 2001. 6 5 . 0 0 0

Total 310,091

Less: cIumt!t Portion J 204.790)

Long-Term Portion’ $ 105.301 %-

Required.principal  payments nIldcr note payable-are as folIows:

NO'E6- NOTE PAYABLE STOCKKOLDER
.

A stockbolder of & Compiny has made adVanCeS t0 fund OpWiOIIS Of the CompanY.
As of December 31, 1998 and 1997, rhe. outsta=iing balance was $l,t24,622
(including plincipaI a& interest) a& $222,946, respecmy. me note accrues
interest at 10% per annum, with imerest only payments of $10,206 mting Ocmber
1998 through Sizptemba 1999, at which time all unpaid intemt and principal are due
ml payable.

The Stock Purchase Agreement (See Note 12 - Subscpllent Evc~) KC- the
Comp~y~s~fy~principalandirrterestbyMay27,1999, TbeBuyer,undertbe
Stock Pnrcbase Agreement has guaranteed the Compaay’s paYmem of this debt.
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PARAMOUNT  INTERNATIONAL TELEC~~,~~~NICA~ONS.  INC. AND suB.smmy
NO’l’W TO FINANCIAL STATEMBNrS ’

FOR ll?I? yEARs WED DECDlBER 31,198 AND 1997

NOTE7-’ COMMDbQWTS AND CONTINGEN&

Tlac Company lease3 its corporate office under a no~~Opetatingleasewitha
StOCkhOhkr Of the Compaqy, which expires on NOveanber  1, 1998. Also, me
Company snbl~ space to a third party on a tenth-to-rnoti basis. The Company
also Ieases telem~tlon eqlipmm lder nombbk capital ,Jease
arrangemeats. Net rent expense  for December 31, J998 qi 1997 was appmx.iinateIy
$32,814 and $8,754, respecBUy.

Futme minimum lease payments under nomelabte Capital leases at Dec&mker 31,
1998 ere as txows:

Years Ending December 31,:
1999
2cal

$ ~46,404 ’
37,329

2001 5.985
89,718

Less: Amount RepresentIng  Inrmzt

Less: cnrrent Portion
Long-Term  Portion

( 13.744)
75,974

( 36.098)
3 9 . 9 3 6$

NOTES- STOCKfiOLDERS EQm

PanunoUnr Marketing & TeIeC4 ’ 3tio0.5,  Inc. (‘PMT”) WZS inCOrptiGit05 in the
Sta. of California io. &far& 1996. PMT &sued 1,wO &ares of its no par vahxe
common stock, of which I80 were purthased by Stockholders (“Stcckboktefs A”) for
$25O,OCO and &e remainiog five stockholder! received 820 shares in aggregsle BS
founders’ shares for a total of seven stockholders, In JZULIWY  1997, Stockholders A
purchased from the of the founding stockholders 620 &ares of PMT common stock
Ieaving four sto~l&~s of teoxd. In 1998, the Company purchased 800 shares of
PMT from St~khoMet A by increasing the stackholders note payable for $2SO,ooO.

In October 1996, thfz four st&Iders of PMT formed Paramount InteIWional
Telecommunications, hc. (“PIT”), a Nevada Coqoration.  PIT issued 2,000 &ares
of its no par v&e co-n stock for $100 ? share.

- 13 -
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PARAMOUNT INTERNATIONAL ~CO?dfMUNICATIONS~  INC. AND SUBSID’IARY

NOTE3 TO mmm =A=S’. 3

L

NOTJZX-

FOR THE yEARs mED DECEMBER 31,1998 AND 1997

NOTE9-

NOTE 10 -

L

NOTE ll-

For the year e&ed December 31, 19% through the ten months ended Ocraba 30,“
1997, the Company’s opelahs were eansactcdthroughPMTandsutts~to
October 30, 1997, me Company’s m were tl‘amadtbmughpFT. T h e
accomp&myingthancSsta-andsracIcholdrrs’eqaityareforthtcombined
canpanics. HOWCV~, the accampanring iiuancS statements  are presented q PIT
givcntbartheope&nsofPrraretkconfirmationofpMT’sopaarions.

Foi the year ended Deceznba 31,1998, the company had two cflsvlmers whose sales
and acwunts l-cdvable represented qpmf=w %8,500,ooo  a n d  $577,ooo,
respectively, of rotat sales and acOOunta receivable.

II’K!Oht!Z TAXES

For the years ended December 31, 1998 and 1997, the Compauy had no franchise
tsxes befanse af net loss carryforwardS.  There arc no si@icant ~temporary
diffaenccs between the Company’s tax and franchhe bases ex&pt for net lo&
carryforwards for which a 100 % allowance has hn provided because. management
has detemincd that the Company may not realize all or a portion of this deferred tax
asset.

ACQUISITION

On July 31,1998, the Company acquired 8.5% (in 1999, the Company acquired tkc
mma.bhg 15%) of the outstand@ commoxl stock of Call Data Clearing, Inc. in
cxchsnge for $~@,@XI. ‘I’hc acquisition was accounted for by the puke method of
acmuudrig; accodingly, the pumhaac price has been allOcatcd to the assets acquired
and the Ii&&&s ~~ based on the estimated fair vahes at the date of acquisition.
The -s of * purchase price over the eatimated ti value of net assets acqriired  Of
$S31,155 has b horded as excess cast over fait vaIue of net asses acquired,
which is being amortized over ten years.

_ -14-
,I.,,
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PARAMOUNT INTERNAIXINAL TELECOMMUNICATIONS,  INC. AND S-my
Nom TO FINANCIAL STAImf.mTS

FOR TXE, yEARs ENDED DECEMBER 31,199!  AM) 1997

cash $ 353,678
AcCoUrds Receivable 54,192
Inveutoribs 55,1,n
FqJipmentandFurnilure 82,693.
lzxcess cost over Fait Vti.of
NCtASSEtSAiXphd 831,155

Accounts Payable and Other Liabilities C 611.895;)
PurchasePrice :

The following t&e prcse& the tn?am%d profomu condenscd satemmt of
cperationsfortheyearendedD~31,1998andreflects~resultsof~o~
of the Compmy a~ if the acquisitions of CDC bad been effective Janoary 1, 1998.
The proform anow are not ncassarily indicative of the mbimd resnlls of
operationa bad the wition been effective a6 of that date, or of the anticipated
results of ol~erations, due to cost &uctions and opastiug  eflicimcics tbat ate
expected as a resuk of the acquktion.

December 31,
1998

(unaudited)

Net Sales 3 12,979,434

Grk Profit $ lm2,313

Selling, Genenl and AdministratiVe Expenses $ 1,171,065

Net Income $ 609,572

NOTE i2 - SUBSEQUENT EVENTS

On February 26, 1999, the shareholders of the Company entered into an a,Oreemenr to
sell all of the &lxd and oum shares of the conlpauy’s comnlon stock’in
exchange for cash & Convertible Prekmd Stock of a publicly held company.

- 15-
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